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(2) Each enrollee designated for cov-
erage under the agreement must, at 
the time the individual is added to the 
premium surcharge account, be respon-
sible for paying the base premium and 
surcharge through direct remittance or 
benefit withholding from Social Secu-
rity or Railroad Retirement benefits or 
a Civil Service annuity. 

(3) Each enrollee designated for cov-
erage under the agreement must, at 
the time the individual is added to the 
premium surcharge account, not have 
premiums paid by a State Welfare 
Agency under a State buy-in agree-
ment as described in § 407.40 of this 
chapter or under a group billing ar-
rangement as described in § 408.80. 

(b) The State or local government 
agency must secure from each enrollee 
a signed, written statement author-
izing CMS to send billing notices di-
rectly to the State or local government 
agency, and to release to the State or 
local government agency information 
required under the SMI premium sur-
charge agreement. 

(c) The authorization statement for 
each enrollee must be retained in the 
State or local government agency files 
for as long as the enrollee is covered by 
the agreement. These authorization 
statements need not be forwarded to 
CMS. 

(d) The State or local government 
agency must certify to CMS, in writ-
ing, that an authorization statement is 
on file for each enrollee covered under 
the SMI premium surcharge agree-
ment. Only one certification is nec-
essary for the entire group of covered 
enrollees. 

(e) A State or local government agen-
cy must establish an automated data 
exchange with CMS using the Third 
Party Premium Collection System, in 
order to transmit electronically an 
input file that will be used to add or re-
move enrollees from the billing sys-
tem. 

§ 408.205 Application procedures. 
(a) A State or local government agen-

cy must contact its CMS regional of-
fice (RO) to request application mate-
rials. 

(b) If interested in entering into an 
agreement, the State or local govern-
ment agency must return to the RO 

two copies of the completed applica-
tion materials. 

(c) CMS reviews the application ma-
terials, and, when they are approved, 
notifies the State or local government 
agency, and the RO. 

§ 408.207 Billing and payment proce-
dures. 

(a) Adding and removing enrollees. The 
State or local government agency must 
transmit an input file containing addi-
tion and removal records electronically 
to CMS as follows: 

(1) Input files must be transmitted at 
least once each calendar month, but 
may be transmitted as often as once a 
day. 

(2) CMS will not add or remove en-
rollees retroactively, except for remov-
als upon the death of an enrollee. 

(3) The State or local government 
agency must pay the SMI premium sur-
charge for each eligible enrollee who is 
included in the agreement for the time 
period beginning with the month the 
enrollee is added and continuing 
through the month the State or local 
government agency informs CMS that 
the enrollee is to be removed, the 
month the enrollee’s Part B coverage 
terminates, or the month of the enroll-
ee’s death, whichever comes first. 

(b) Payment and grace period. Pay-
ment must be made to CMS as follows: 

(1) Payment to CMS must be received 
by CMS by the first day of each month. 

(2) There is a 10-day grace period for 
receipt of payment. 

(3) Payment must be made to CMS 
via electronic funds transfer. 

(c) Late payment penalties. CMS may 
assess interest for any payment it does 
not receive by the first day of the 
month as follows: 

(1) Interest will be assessed at the 
SMI trust fund rate as computed for 
new investments in accordance with 
section 1841(c) of the Act. 

(2) Interest will be waived if the full 
payment is received by the 10th day of 
the month in which it is due. 

(3) Interest will be calculated and as-
sessed in 30-day increments. 

(4) Interest will be assessed on the 
balance of the amount billed that re-
mains unpaid at the expiration of the 
grace period and unpaid balances from 
prior periods. 

VerDate Mar<15>2010 10:39 Nov 29, 2010 Jkt 220180 PO 00000 Frm 00328 Fmt 8010 Sfmt 8010 Y:\SGML\220180.XXX 220180jd
jo

ne
s 

on
 D

S
K

8K
Y

B
LC

1P
R

O
D

 w
ith

 C
F

R



319 

Centers for Medicare & Medicaid Services, HHS Pt. 409 

(5) Interest will continue to accrue 
on unpaid amounts until the balance is 
paid in full. 

(d) Disagreement over billing amounts 
or interest. If the State or local govern-
ment agency disagrees with the 
amount assessed in a billing statement 
or interest charge, it must notify CMS 
as follows: 

(1) The State or local government 
agency must provide evidence suitable 
to CMS to substantiate its claim. 

(2) The State or local government 
agency must continue to make full 
payment while CMS evaluates the evi-
dence provided. 

(3) Credit for payment amounts or in-
terest that CMS determines to be due 
to the State or local government agen-
cy will be reflected as an adjustment in 
subsequent bills, effective on the date 
the corrected amount would have been 
due. 

§ 408.210 Termination of SMI premium 
surcharge agreement. 

(a) Termination by the State or local 
government agency. The State or local 
government agency may voluntarily 
terminate its agreement with CMS as 
follows: 

(1) The State or local government 
agency must notify CMS, in writing, at 
least 30 days before the effective date 
of the termination. 

(2) The State or local government 
agency must pay any unpaid premium 
surcharge amounts and interest due 
within 30 days after the effective date 
of the termination. 

(3) Interest will continue to accrue 
until all amounts due are paid in full. 

(b) Termination by CMS. CMS may 
terminate the agreement with a State 
or local government agency as follows: 

(1) If a State or local government 
agency’s payments are delinquent 30 
days or more, CMS may terminate the 
agreement with 30 days advance notice. 

(2) If the State or local government 
agency fails to comply with the terms 
of the agreement or procedures promul-
gated by CMS, CMS may terminate the 
agreement with 30 days advance notice. 

(3) If CMS finds that the State or 
local government agency is not acting 
in the best interest of the enrollees, or 
CMS, or for any reason other than 
those in paragraphs (b)(1) and (b)(2) of 

this section, CMS may terminate the 
agreement at any time. 

(4) The State or local government 
agency must pay all outstanding pre-
mium surcharge and any interest 
amounts due within 30 days after the 
effective date of the termination. 

(5) Interest will continue to accrue 
until all amounts due are paid in full. 

(6) After the agreement is termi-
nated, CMS will resume collection of 
the premium surcharge from the en-
rollees covered under the terminated 
agreement. 

(7) If an agreement is terminated by 
CMS, the State or local government 
agency must wait 3 years from the ef-
fective date of the termination before 
it can request to enter into another 
SMI premium surcharge agreement. 
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